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Part 11 

FLORIDA TITLE XIX INTERMEDIATE CARE FACILITY FOR THE MENTALLY 

RETARDED AND DEVELOPMENTALLY DISABLED REIMBURSEMENT PLAN 

FOR PUBLICLY OWNED AND PUBLICLY OPERATED FACILITIES 

VERSION VI11 

EFFECTIVEDATE: July 1,2004 

I. Cost Finding and Cost Reporting 

A. 	 Each intermediate care facility for thementally retarded and developmentally 

disabled (ICF/MR-DD) provider participating in the Florida Medicaid program 

shall submit a cost report to the Florida Agency for Health Care Administration 

(AHCA) postmarked or accepted by a common carrier no later than 3 calendar 

months after the close of its cost reporting year. Upon written request, AHCA 

shall grant an extension of time up to six months from fiscal year end for filing 

cost reports. An extension for filing a cost report is not an exception to the 

February 1, and August 1 dates in determining which cost reports are used to 

establish rates effective April 1 and October 1 of each year. The cost reporting 

year adopted for the purpose of this plan shall be the same as that for Title XVIII 

cost reporting, if applicable. Four complete, legible copies of the cost report shall 

be submitted to the Agency for Health Care Administration. 

B. 	 Cost reports usedto establish rates effective April 1, 1991 shall beused to 

establish rates effective July 1, 1991 for all providers enrolled in the Medicaid 

program as of April 1, 1991. 

C. 	 All providers are required to detail all of their costs for their entire reporting 

period, making appropriate adjustments as required by this plan for determination 

of allowable costs. The cost report must be prepared using the accrual basis of 
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e accounting in accordance with generally accepted accounting principles, as 

incorporated by reference in Rule 61H1-20.007 F.A.C., the methods of 

reimbursement in accordance with Medicare (Title XVIII) Principles of 

Reimbursement, the Provider Reimbursement Manual CMS PUB. 15-1 , 

incorporated by reference in Rule 596-6.010, F.A.C., except as modified by the 

Florida Title XIX ICF/MR-DD Reimbursement Plan for Publicly Owned and 

Publicly Operated Facilities, and State of Florida Administrative Rules. The CMS 

PUB. 15-1Manual may be obtained from the regional Health Care Financing 

Administration office in Atlanta. For government-owned and operated facilities 

operating on a cash method of accounting, data based on such a method of 

accounting will be acceptable. The person preparing the cost report must sign the 

cost report as the preparer Cost reports which are not signed shall not be 

accepted. 

D. If a provider submits a cost report late, after the 90 day period, and that cost 

report would have been used to set a lower reimbursement rate for a rate semester 

had it been submitted within 90 days, then the provider's rare for that rate semester 

shall be retroactively calculated using the new cost report, and full payments at the 

recalculated rate shall be effected retroactively. A provider who does not file 

within 180 days of the end of his cost reporting period shall have his contract 

canceled. 

E. A provider which voluntarily or involuntarily ceases to participate inthe Florida 

Medicaid Program or experiences a change of ownership must file a final cost 

report within 90 days of withdrawal from the program when that provider has been 

receiving an interim reimbursement rate. 

F. All providers are required tomaintain financial and statistical records in 

accordance with Title 42 Code of Federal Regulations (CFR), Sections 413.24 

(a),(b),(c) and (e). The cost report is to be based on financial and statistical 

records maintained by the provider. Cost information must be current, accurate, 

and in sufficient detail to support costs set forth in the report. This includes all 
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ledgers, books, records, original evidence of cost and other records in accordance 


with CMS PUB. 15-1 which pertain to the determination of allowable costs, and 


must be capable of being audited and available within the 


State of Florida for auditing by state and federal agencies a-ndtheir representatives 


within 20 days of the request. All accounting and other records must be brought 


up to date within 30 days of the end of each fiscal quarter. These 


records shall be retained by the provider for a minimum of 3 years following the 


date of submission of the cost report form to AHCA. 


G .  	 Records of organizations determined by AHCA to berelated as defined by 42 CFR 

413.17 must be available upon demand within the State of Florida to 

representatives, employees, or contractors of AHCA, the Florida Auditor General, 

U.S. General Accounting Office (GAO), or U.S. Department of Health and 

Human Services (HHS). 

H. 	 AHCA shall retain all uniform cost reports submitted for a period ofat least 3 

years following the date of submission of such reports and shall maintain those 

reports pursuant to the record-keeping requirements of 42 CFR 431.17 . Access to 

submitted cost reports shall be in conformity with Chapter 119, Florida Statutes. 

I. 	 New providers entering the program must submit a cost report for a period ofnot 

less than 12 months for purposes of setting prospective rates. A partial-year cost 

report may be submitted initially, but may be used only to adjust the interim 

budgeted rate in effect. 

J. 	 Cost reports submitted on or after July 1, 2004, must include the following statement 

immediately preceding the dated signature oftheprovider’s administrator or chief 

financial officer: “I certify that I am familiar with the laws and regulations regarding the 

provision of health care services under the Florida Medicaid program, including the laws 

and regulations relating to claims for Medicaid reimbursements and payments, and that 

the services identified in this cost report were provided in compliance with such laws 

and regulations.” 
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Audits 


All cost reports submitted by the providers shall be either field or desk audited at the 


discretion of AHCA. 


A. Description of AHCA's Procedures for Audits - General 


1. 	 Primary responsibility for the audit of providers shall be borne by AHCA. 

The efforts of AHCA audit staff may be augmented by contracts with CPA 

firms to ensure that the requirements of 42 CFR 447.202 are met. AHCA 

shall determine the scope and format for on-site audits and desk audits of 

cost reports and financial records of providers. 

2. 	 All audits shall bebased on generally accepted auditing standards ofthe 

AICPA, as incorporated by reference in Rule 61H1-20.008, F.A.C. 

3. 	 Upon completion of each field audit, the auditors shall issue a report which 

meets the requirements of 42 CFR 447. 202 and generally accepted 

auditing standards. The auditor must express an opinion as to whether, in 

all material respects, the financial and statistical report submitted complies 

with all federal and state regulations pertaining to the reimbursement 

program for long-term care facilities. All reports shall be retained by 

AHCA for 3 years. 

4. Providers shall have the right to petition for an administrative hearing in 

accordance with Chapter 120, Florida Statutes.. 

B. Desk Audit Procedures 

1. 	 Cost reports shall bereviewed for completeness, accuracy, consistency, and 

compliance with Medicaid regulations. Necessary adjustments shall be 

made. All findings and adjustments shall be summarized in writing. 

2. 	 A concurrence letter willbe prepared andsenttothe provider, showing all 

adjustments and changes and the authority for such. 

111. Allowable Costs 
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: A. 	 The cost report must include all itemsof expense which a provider must incur in 

meeting: 

1. 	 The definition of intermediate care facilityset forth in Section 42 CFR 

440.150 ; 

2.The standards prescribed bythe Secretary of HHS for intermediate care 

facilities in regulations under the Social Security Ac.t in 42 CFR 442, 

Subpart C; 

3. 	 The requirements established by the state agency responsible for 

establishing and maintaining health standards, under the authority of 42 

CFR 431.610 ; and 

4. 	 Any other requirements for licensing under lawsinthe state which are 

necessary for providing long-term care facility services, as applicable. 

B. 	 All therapy required by Medicare or Medicaid certification standards and 

prescribed by the physician of record shall be considered as. covered services and 

all costs, direct or indirect, shall be included in the cost report. These therapeutic 

opportunities shall include habilitative, rehabilitative or other professional 

treatments which shall be composed of, for example, medical, dental, nutritional, 

nursing, pharmacy, physical therapy, occupational therapy, psychological, 

recreational, social work, speech therapy or other mental retardation specialized 

services as appropriate. 

C. 	 Implicit in any definition of allowable costs is that those costs do not exceed what a 

prudent and cost-conscious buyer pays for a given service or item. If costs are 

determined by AHCA, utilizing the Title XVIII principles of reimbursement, CMS 

PUB. 15-1 (1993), and this plan, to exceed what a prudent buyer would pay, then 

the excess costs shall not be reimbursable under this plan. 

D. 	 All items of expense which providers incur inthe provision of routine services, 

such as the regular room, dietary and nursing services, medical supplies, and the 

use of equipment and facilities, are allowable. Expenses for services covered by 

Florida Medicaid programs other than the IC%/MR-DD Program are not allowable 
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under this plan and should not be included in the ICF/MR-IID cost report for 

Medicaid. These include expenses associated with prescription drugs, physicians' 

fees, etc. Refer to the services covered by the Medicaid ICF/MR-DD vendor 

payment in the Florida Medicaid ICF/MR-DD Services Coverage and Limitations 

Handbook. Refer to Chapter 596-4.170, F.A.C., for further clarification of 

allowable and non-allowable costs. 

E. 	 Bad debts other than Title XIX, charity, and courtesy allowances shall notbe 

included in allowable costs. Bad debts for Title XIX shall be limited to Title XIX 

uncollectible deductible and co-payments and the uncollectible portion of eligible 

Medicaid recipients' responsibilities. Example: Daily Medicaid reimbursement 

rate is $50.00; State pays $40.00 and resident is to pay $10.00. If Medicaid 

resident pays only $8.00, then $2.00 would be an allowable bad debt. Medicaid 

bad debts are allowable if revenue was earned in the prior year and two collection 

letters were sent to the appropriate party responsible for the debt within 12 months 

of revenue recognition. 

F. Costs applicable to services, facilities, and supplies furnished to a provider by 

organizations related to a provider will be governed by 42 (IFR 413.17 Medicare 

(Title XVIII) Principles of Reimbursement, and Chapter 10, CMS PUB. 15-1 . 
Providers must identify such related organizations and costs in their cost reports. 

G. Other costs which are allowable shall belimitedby the following provisions: 

1. 	 The owner administrator and owner assistant administrator compensation 

shall be limited to reasonable levels determined in accordance with CMS 

PUB. 15-1 (1993) or as may be determined by surveys conducted by 

AHCA. 

2 .  Limitation of rents: 

a. 	 Itis the intent of the Medicaid program to limit lease cost 

reimbursement, that is, rent, to the allowable ownership costs 

associated with the leased land, building, and equipment. For the 
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purposes of this provision, allowable ownership costs of the leased 

property shall be defined as the sum of 

(1) 	 Depreciation, property-related interest, property taxes 

including personal and real property, property insurance, and 

other property-related costs as allowed under the provisions 

of this plan; 

(2) Salestax on lease payments, if applicable; and 

(3) Return on equity that would be paid to the owner if he were 

the provider, as per Section H. below. 

b. Implementation of this provision shall bein accordance with the 

following: 

(1) Reimbursable lease costs of existing providers asof July 18, 

1984 will remain unchanged until such time as the provider 

documents that ownership costs, as defined above, exceed 

the Medicaid rent costs allowed. No other upward 

adjustments shall be made to allowable lease costs, that is, 

increased rent associated with negotiated or renewed leases 

of existing providers shall not be allowed, except for those 

legally binding agreements entered into by the lessee and 

lessor before July 18, 1984. 

(2a) For currently participating non-leased facilities that 

subsequently are operated under a lease agreement 

commencing on or after July 18, 1984 with no change in 

ownership, the Medicaid rent costs allowed for 

reimbursement will be the lesser of actual rent paid or the 

allowable ownership costs of the leased property immediately 

prior to the commencement of the lease arrangement, 

adjusted subsequently only for cost increases that would have 

been allowable for the owner, for example, increases in 
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property taxes. This provision does not apply to lease costs 

for equipment that is not being leased; from the owner of the 

facility. 

(2b) 	 For leased facilities that subsequently undergo a change of 

ownership, the lease costs shall be limited to the ownership 

costs of the original owner of record as of July 18, 1984 or 

the rent, whichever is lower. 

(3) For new providers entering the Medicaid program on or after 

July 18, 1984, lease payments shall be the lesser of actual 

rent paid or allowable ownership costs as determined by the 

provisions of this plan. Allowable ownership costs must be 

adequately documented by the provider. This provision does 

not apply to lease costs for equipment that is not being leased 

from the owner of the facility. 

(4) Inno case shallMedicaid reimburse ai providerfor costs not 

properly documented per the provisions of this plan. 

Providers showing rent costs, with the exception of providers 

who have entered into legally binding lease agreements prior 

to July 18, 1984, shall not be reimbursed for such costs if 

proper documentation of the owner's costs are not submitted 

to AHCA. The owner shall be required to sign a letter to 

AHCA which states that the documentation submitted 

presents to the best of his knowledge true and correct 

information. The letter signed by the owner must also state 

that the owner agrees to make his books and records of 

original entry related to the ICF/MR-IDD properties available 

to auditors or official representatives of AHCA,and that he 

agrees to abide by the depreciation recapture provisions of 

this plan set forth in Section III.G.3. below. 
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(5) 	 AHCA shallnot make a determination that a provider has 

shown adequate proof of financial ability to operate if the 

provider is leasing the facility and does not submit the 

documentation of the owner's costs with the letter signed by 

the owner as per (4)above. 

3. Basis for depreciation and calculation: 

cost. 	 a. 

Historical cost of long-term care facilities shall be the basis for 

calculating depreciation as an allowable cost subject to the 

provisions of b. below. All other provisions of the Medicare (Title 

XVIII) Principles of Reimbursement and CMS PUB. 15-1 (1993) 

will be followed. 

b . Change in ownership of depreciable assets. For purposes of this 

plan, a change in ownership of assets occurs when unrelated parties: 

purchase the depreciable assets of the facility ;or purchase 100 

percent of the stock of the facility and within one year merge the 

purchased facility into an existing corporate structure or liquidate 

the purchased corporation and create a new corporation to operate as 

the provider. In compliance with Section 1902(a)(l3)(c) of the 

Social Security Act, in a case in which a change in ownership of a 

provider's or lessor's depreciable assets occurs, and if a bona fide 

sale is established, the valuation of capital assets for determining 

payment rates for intermediate care facilities for the mentally 

retarded and developmentally disabled shall be increased (as 

measured from the date of acquisition by the seller to the date of the 

change of ownership), solely as a result of a 'change of ownership, 

by the lesser of: 

(1) One-halfof the percentage increase (as measured over the 

same period of time, or, if necessary, as extrapolated 
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